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THE SOVIET WORLD 


The Polish government on 19 November presented notes to 
France, Belgium, the Netherlands, Luxembourg, Denmark and 
Norway asking support for Soviet policy against EDC and German 
rearmament. While the arguments of the note were not new, 
this is the first time in several years that Satellite diplo- 
matic channels have been employed in direct support of Soviet 
policy in. Europe. 

On 14 November, Poland became the fifth East European 
Satellite to announce broad price reductions as part of the 
Orbit's new economic policy. Each Satellite government has 
hailed the price reductions, which range from five to fifty 
percent for a large number of consumer goods , as proof of a 
desire to improve the workers' standard of living. The signif- 
icance of the reductions is greatly diminished in Poland, East 
Germany, Hungary and Czechoslovakia, however, by the fact that 
in these countries, unlike Bulgaria, prices have not been re- 
duced for most basic food items, such as fresh meat, fats or 
dairy products. The effect on the standard of living of the 
average worker will probably be negligible because of the con- 
tinuing scarcity of food and good-quality consumer goods. 

In the past few weeks, the Soviet Union has accelerated 
its export of gold to a rate considerably above that of the 
last several years, when the value of annual Orbit shipments 
was estimated at between $100,000,000 and $200,000,000. Sales 
of approximately 800,000 ounces, worth about $28,000,000, have 
been reported in France during the last month, and considerable 
quantities have reportedly been sold through London. These 
sales were made at a time when the free market price of gold 
was steadily falling to a point only slightly above the official 
rate. 


Export of gold could probably be continued at the present 
rate without depleting the USSR's basic stockpile. Current 
annual production is now estimated to exceed 14,500,000 ounces 
or $500,000,000. 


In the past several years, the proceeds from Soviet gold 
sales have been largely used to finance clandestine purchases 
of strategic items from the West. The present gold sales 
would provide the foreign exchange required for the increased 
import of consumer goods. 
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RECENT DEVELOPMENTS IN SINO-NORTH KOREAN RELATIONS 


25X1 


The ten-year Sino-North Korean economic and cultural pact 
signed at Peiping on 23 November demonstrates Communist China's 
growing influence in North Korean affairs. The consequences of 
Peiping s intervention in the war will make a restoration of 
Moscow's exclusive preserve unlikely and Moscow is now apparently 

recognize that China shall have a major role in North 
Korea. ' 1 


Sino-Soviet policy in North Korea, as elsewhere in the Far 
East, has long been evolved jointly, with the Chinese Communists 
acting as chief executors of the policy decided on. Communist 
China will apparently continue to have primary responsibility 
for the defense of North Korea . In a recent statement Chou 
En-lai promised that the Chinese people "will continue to carry 
out the movement of resisting American aggression and aiding 
Korea . . . closely guarding against resumption of the aggres- 
sive war." 


Ambassador Dean observes that the Chinese delegate is 
"running the show" in the current preliminary talks at Panraunjom. 
Chinese and North Korean comment on the conference, which as 
recently as 27 October stressed that the "solution of the Korean 
problem was primarily the task of the Korean people themselves " 
now emphasizes the "historic friendship of Chipa and Korea" and 
declares that the "destiny of the Chinese people is closely tied 
to that of the Korean people." Kim Il-sung's address on 27 
October extolled "great China's" new role in Far Eastern affairs. 


Within this framework, the Chinese Communists have made new 
overtures to Pyongyang. Peiping has repeatedly asserted that 
some of its "volunteers" would remain in North Korea to assist 
in economic rehabilitation. Around 1 August there reportedly 25X1 
arrived from Manchuria approximately 54,000 construction workers 
whom the Nor tl\ Korean press described as the vanguard of 100 000* 
such workers . I 1 


25X1 


|vast quan- 

UUBS construction materials had been observed coming into 
North Korea from Manchuria, and the North Korean pr^ss announced 
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on 20 November that hundreds of Chinese construction workers had 
arrived to rebuild Pyongyang. The transfer of substantial num- 
bers of Chinese workers to North Korea would alleviate its 
critical manpower shortage and permit a North Korean army 
build-up . 

Peiping has shown particular interest in North Korean 
railroad reconstruction. The Chinese Ministry of Railroads 
reportedly planned to have 12,000 railway personnel in North 
Korea by the end of October, and five ’’Railroad Reconstruction 
Units,” of 300 civilian workers each, are believed to have 
arrived from China in early September. Under the 23 November 
pact Peiping promised to help repair the Korean railway system 
and supply locomotives and freight and passenger cars. 

More important, the pact provides for cancellation of North 
Korea’s war debts to China and for Chinese assistance valued at 
eight trillion yuan ($350,000,000 at the official rate of ex- 
change) for North Korean economic rehabilitation between 1954 
and 1957. The pact was the result of the visit to Peiping of a 
Korean economic delegation which included Kim Il-sung, the first 
time such a prominent group had visited a Communist capital other 
than Moscow . 

These developments, concurrent with Soviet grants to restore 
North Korean heavy industry and continued control by the Soviet- 
Korean faction of key North Korean economic, political, and 
military posts, suggest that a balance of influence is being 
reached or has been agreed on between Moscow and Peiping. The 
latter's record of fidelity to Moscow, plus its own military 
and economic dependence on the USSR, makes it unlikely that 
Peiping is challenging Soviet leadership in Korea or elsewhere 
in the Far East. 

Communist China has probably been delegated a prominent 
role in North Korea because of Soviet willingness to leave to 
Peiping the major military obligation in North Korea, as well 
as a desire to accommodate Peiping in the interests of Sino- 
Soviet harmony. 
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REVIVAL OF THE FRENCH COMMUNIST THREAT 


The French Communist decision to provoke the arrest 
on 22 November of Benoit Frachon, secretary general of the 
General Labor Confederation (CGT) , dramatizes the renewed 
confidence of the party, which had been on the defensive 
since the failure of the anti-Ridgway demonstrations in May 
1952. 


Emboldened by the refusal of the National Assembly on 
6 November to lift the parliamentary immunity of five Com- 
munist deputies, party leaders apparently determined to take 
advantage of the political weakness revealed by the general 
strike of last August. 

In the fall of 1952, the government requested the National 
Assembly's Parliamentary Immunities Committee to lift the 
immunity of five Communist deputies accused of treason for 
subverting France’s effort in the Indochina war. Subsequently, 
several Communist leaders were arrested on similar charges, 
and in the spring a warrant was issued for Frachon, who went 
into hiding. 

In the meantime, the relaxation of tension following 
Stalin's death seemed to lessen the threat represented by 
the French Communist Party, and on 25 August a grand jury 
provisionally released several of the Communist leaders. 

The defeat of the government on the immunity measure was 
practically assured when the parliamentary committee issued 
an unfavorable report in late October. 

The timing of the assembly's vote was particularly un- 
fortunate, however, coming as it did immediately after the 
Indochina debate in which Communist criticism of the govern- 
ment's policy coincided with the views of many other deputies. 
Over and above those deputies who were induced by the wide- 
spread unpopularity of the Indochina war to listen sympathet- 
ically to Communist complaints of persecution, many opponents 
of the EDC were loath to reduce Communist parliamentary 
representation before the debate on the treaty. 

The return last spring of Thorez , symbol of party unity, 
checked internal dissension and boosted morale, at ebb 
following the expulsion of Marty and Tillon. As a result of 
the failure of the government's legal moves, the Communist 
Party is no longer on the defensive and can devote all its 
attention to the economic and political front. 
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had reiJJtJd f” erged from hiding after the National Assembly 

deputies and hi s 8 ?eee^ ent ni- mOVe against the five Communist 
+ho __ _ ’ recen t public appearances were a challen^ 

arres t V is”i 1 lustra t-i* “V?™"- The fact that ha Suited” 

The Communist ?Sy IS 1 JilK new aggressive spirit. 

imprisonment a^oof o? IJ chaJles o? ™ 13 te ? POrar * 

tion for political vieJs. g ° f g °vernment perseou- 

munisJs't^f*’ 01 ^ 1031 s i tua ii° n encourages non-Com- 
a f actor^n^s^Sfr^l^e^^o'L 6 . ^““f ’ 

tomSJist n EDC JJ" eaS J d C °? peratlon between Communist and non- 

£ ?™2 ^a?^eTs "t afra?d a „f^° h ° n 12 ^vember, De oiSl. 
munists in fightiL agaiM? ?hl P^® c ° mpani °“ sh lP of Com- 
Jacques Duelos intfmated at f ctlng secretary general 

late October that ihl/v! ' * h f £ entral committee meeting in 

enough non-Communist deputies. acceptable to 

.. T l . ie extent to which the Communists will DU sh nn iitip Q i 
agitation will become apparent durine +hP n ffl P . 1 

"action week" in which the CGT i^exae JKd ?o s t J T * 
level agitation on wa?e^ o?* ,1 \u * X ec \ tQ stir up plant - 

may have°d^f ^ulty S res?sting Us unJiy^nH^^ 'federa^on*' ' 
particularly if legitimate economic grievances are highlighted. 

Communist leaders are probably eager to exnloit- +h^- 

next ^onth^s presidential d “°“ l^iia^'fo.. 

E1XFS 2? !“ sg&£. “ 

national anti-Vietnamese-war day " will hp th» fj rc ,+ 
test of Communist-initiated aotiin siPce May maJ ° r 
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COMMUNIST GAINS APPARENT IN INDONESIA 


During its nearly four months in office the i„H nnD ci 
government of Prime Minister Ali has consistent?! I “ do " e - ian 
policies acceptable to the Communists an H u* ^ ly adopted 
ing its contacts with tSe 80 °™!^. S e ” stren 6 then- 

dominate^the^abinet'^recentl^summeH 116 N ^ l0naI Pa «y, which 
tide toward the Communists when he to?d“? soverament • s attl- 
are not Communists, "* e 

Communists position was made clear in a directive to „ T o . 
cial committee on 9 September stating that support of the™^ 11- 
ment was a tactical device desie-nerf fn o- Q -i f the ^ over “- 

and organize the masses .ff“ a strea K t »en 

at re™Jifg V anrpoli?icai e a“antane Cy h a ?S e b rS prlmaril >' directed 

Socialist i party n forms r the m principal°anti P° nes ^ ^!Tuh°ihe 1 ' 
= d 1 

West “are t being V removed Wh ° *" ^-d^ to^^r *- 

reobg^^ o hS"si:L?? f ^^s al ?irin^:eSnr“s tri ' has 

£"“« T eliminates Ihe ^^^ 0 " Jhe^ief 
of staff of the armed forces. The latter cost L L mV f 

Socialist's ** f? 1 ® and stron e 1 y anti-Communist officer of 
Smmun^ plrVy ^ ' Wh ° haS l0ng bee “ dttack C S tl 

The Masjumi and the Socialists are not renres^n-t-mH 
nine-member Central Election Committee appointed ^5 November 
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to organize and oversee Indonesia's first national elections 
now expected in 1955. The Communist Party was also official Lv 
excluded, but will be represented by the Farmers' Corps a ' 
Communist-controlled agrarian organization. Thife is considered 
the first step toward rigging the elections in favor of the 
Nationalists and Communists. 

Actual appointment of alleged Communists has been noted 
only m the Ministry of Defense where the minister has named 

aS adv J s ® rs ; * n the Labor Ministry, however, individuals 

and JUKr? ? Q™«T Uni u t leanin S s are assuming prominence, 
and officials of SOBSI, the Communist-controlled labor federa- 

» . are r fPortedly working closely with the minister. In 
addition, the minister of agriculture has markedly favored 
Communist agrarian organizations. 

The government in October for the first time dispatched 
an ambassador to Peiping, where it had previously been repre- 
sented by a charge d'affaires. An embassy is scheduled to be 
opened in Moscow in December. On the trade front, an Indonesian 
mission arrived in Peiping early in November to negotiate in- 
creased commercial exchanges with China. The prime minister has 
stated, however, that his government will not violate the UN em- 
bargo by shipping rubber to China. ^ — 


These developments, in general, do not represent any 
sudden change in external policy but rather an acceleration 
° ^ re ?M S alread Y charted by former cabinets under the "inde- 

Pa?ty-L„,munL 1 f n bloJ i ° y a “ d vigorousl >' pressed b ? «e National 

There is no indication that President Sukarno is concerned 
hn?h J he P^^tical situation. On 10 November, he charged that 
th fanatical Moslems and extreme Communists were awaiting 
the outbreak of a third world war to seize power. This was 
th« President's first critical reference to Communism since 
the All cabinet assumed office. But he referred only to 
extreme” Communists. Both Sukarno and National Party leaders 
apparently feel that they can maneuver the Communists in and 
out of the government as suits their purpose. 


* 

parliamentary opposition, have not been sucr.easfni 
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GRUBER’S DISMISSAL FAILS TO SIMPLIFY ALLIES' 


PROBLEM IN AUSTRIA 


on 13 1«ovfmw d h=ri Snatl0n of Forei 8 n Minister Karl Gruber 

poliiical Sebate L !ust?ia 0,nP Sei?her y th?r Sharpenin = 

where Gruber has never played a projie^ ro^ SL 

standing with^h h J S intervontion which had blocket/an Sneer- 
standing with the Communists in 1947 r v th-i •= +u^ n , , r 

Party and especially termer cLnceiior ?iS io^d ^ ® 

agreed to a government acceptable to tL sIvieHufon 

neither U this S imn?i Ca t^ er aS foreign minister substantiates 
ambassador prior^tt^the^choice^^Figl’' that^Austrian^o 1116 ^* 0811 

powers li go fat to^Jd meet^g SotLt^diSs »- ter “ 
repeatedly made clear that Austria's n^±l illlrlit ts 
conclusion of a treaty, rather than in 'its tero! thB 

that K^s n ^^%2rss.s a s t si &? t % zt; . 

2,:;r ssss rj-:;,;; 

^.“^^^Msrsrias- 
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In order to convince the Austrians that everything possible 
was being done for them, it was felt that the West must hold 
the initiative in negotiations, and a general strategy of 
attempting to draw the Soviet Union into a conference on 
Austria was agreed on. 

As a result, the Western note of 24 November, dispatched 
in answer to the Soviet note of 28 August, indicated that the 
West was prepared to study any Soviet proposal which, without 
raising extraneous issues, would promote an Austrian settle- 
ment. The British and French gave faint support to the plan 
of attempting a downward revision of article 35, probably as 
a consequence of Austria’s weak stand. The British believe* 
that a ’’show of generosity" to the Soviet Union in regard to 
payments for German assets will best expose Soviet intransi- 
gence, and the French argue that by this gesture the West may 
persuade Moscow to abandon demands for Austrian neutrality. 

In general the Austrian situation, even under the de- 
pendably pro-Western Figl, contains elements of danger for 
the West. There is ample evidence that Austria will increas- 
ingly press for some extra-treaty solution of the German assets 
problem, for relaxation of the agreement on occupation con- 
trols, and for expansion of the Austrian security forces. Fi- 
nally, the departure of Gruber, whose cooperation in the en- 
forcement of trade controls was better than that of other 
Austrian officials, may mean some expansion of East-West trade. 

Gruber’s resignation has given the Socialist Party an 
opportunity to step up its criticism of the People's Party for 
its "soft" attitude toward Moscow, as indicated in the state- 
ment of Undersecretary of State Kreisky on 21 November that 
"until the Soviet Union undergoes a major transformation of 
policy, it will not agree to an Austrian treaty." It still 
seems likely, however, that a show of conciliation by the 
Soviet Union would revive Austrian hopes of ending the occupa- 
tion through further concessions. 
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THE COMMUNIST EFFORT TO EXPLOIT BOLIVIAN ECONOMIC INSTABILITY 


The national economic crisis in Bolivia gives an amni^ 

f ° r extremis t solutions and as a consequence the 
Communists position has slightly improved. At present the 
government seems capable of containing the threat bu+^f + h * 
£ adlaaa are disappointed in the pendfng’agrarian je- 

tenance h of C government Author it y & Ser± ° US th ” M " ai “- 

aryMoiemlnf^mrin^p^riiM^t^smil^Comm^isrparUer 

j sg.'K m 

ana the Communist Party of Bolivia (PCB) Y \ ) 

as an T anxU™rv’of°?he e Ln b ° Ut 19 ^’ a0hleved PrOBinence 

whil^ y f the MN1 * among the ke y wine workers’ unions 

1952. At present ^ith^mfinh 0 r ®? al ” P°* er between 1946 and 

appears to ? laok eiflcUve “ganUaiion f'??°;. the P° R 

orwLfSn^efJn *' 1 " 68 ° f the prea ® at 'ab^inis tration^Hinis ter 
?he h p^ty 1 app and Snd^mong^nSuec lulls 

sporadic y i P f S ±0 + he P00rl y ^ganized and reportedly is 
organizations . ^^ion^as^the SS«5 S2^S2 52t 

policy^of t ^ aaa * lePPU ^ de ^®° dd ^ aa ^® 0 ibe ian 
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se n n .sjs^.nhT^s.Kr’KSiSs ia h : 

cabinet, increasing the COB repres^auler^^lhrefto 


13 


SECRET 


Approved For Release 2004/06/24 : CIA-RDP79-00927A00020001 0001-0 



Approved Rap Releas e 2004/QBffl3REIA-RDP79- 009a7A00020001 0001-0 

25X1 I I 


The American embassy in La Paz commented, however, that 
the cabinet changes constituted a sharp blow to the Communists. 
The embassy also observed that the inclusion of the five COB 
representatives, all of whom are strong MNR supporters, was a 
strategically wise move since in the difficult economic period 
ahead the support of labor will be required for many decisions 
unpalatable to labor but necessary if the difficulties are to 
be resolved. 

The principal way the Bolivian Communists have sought to 
exploit the country's economic difficulties is by urging mere 
extreme forms of policies endorsed by the MNR. Thus, the MNR 
has decreed a land reform program and nationalization of the 
tin mines under terms providing compensation for the landlords 
and for the mining companies, while the Communists have persist- 
ently cal.led for outright expropriation. In recent weeks they 
have particularly attacked the Agrarian Reform Commission, which 
consists of six government and three labor representatives, 
for its delays in carrying out the reform decree of 2 August 
and have demanded that the program be administered instead by 
the agrarian syndicates. 

Meanwhile, no solution is in sight for Bolivia's basic 
economic problem, the decline in the price of tin, which pays 
for half of Bolivia's food imports. The aid granted by the 
United States in October will be of considerable help in al- 
leviating the immediate financial situation, but the exchange 
shortage for 1953 may still reach $10,000,000. 

The MNR' s ability to maintain itself in power in the midst 
of the economic instability was demonstrated as recently as 
9 November when the extreme rightist Bolivian Socialist Falange 
(FSB) failed in an attempt to seize power. 

Charges have been made that the MNR government is strongly 
influenced by Communist thinking. The information available 
indicates that neither the MNR Party in the mass nor its most 
important leaders are Communists or crypto-Communists in spite 
of their distrust of traditional social and economic institu- 
tions and their ingrained suspicion of the United States and 
its motives. 
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GREECE RESPONDS TO ORBIT POLICIES 
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Increasing economic and political relations between 
Greece and the Soviet bloc reflect Greece's need for ex- 
panded foreign trade. These relations, which are not yet 
extensive, probably will not jeopardize present Greek ties 
with the West, but they illustrate Greek susceptibility to 
Orbit tactics. ' 


Greece, faced with an unfavorable balance of trade and 
unable to find sufficient Western markets for its exports 
has been attracted by the prospect of restoring trade re la- 
tions with the Orbit. Pressure from the business community 
following the Moscow Economic Conference in April 1952 appar- 
ently was largely responsible for the government's approval 
ln j J ^ ne ^he export of nonstrategic items to the bloc 

and for trade talks in September of that year between the 

Euro^ a (ECE) > ^^ S ^ < ^ e '*‘ e ^ ates to the Economic Commission for 

These talks were followed in April 1953 by similar dis- 
cussions between the Greek ECE delegate and representatives 
from all the bloc countries except Albania. As a result, the 
Athens Chamber of Commerce concluded informal agreements with 
the Warsaw and Budapest chambers for the exchange of Greek 
agricultural products and pyrites for Polish and Hungarian 
manufactured products. 6 


The Greek government, apparently bowing to Soviet pref - 

nnn de£ 4 in ® on a formal governmental level, signed a 
$7,000,000 trade agreement with the USSR. Trade discussions 
are now in progress for initial agreements with Bulgaria and 
East Germany and a new agreement with Czechoslovakia. Further 
talks with Rumania appear likely. 

A considerable expansion in Greek trade with the Orbit is 
scheduled m the new agreements. The bloc may not be interested 
however in fulfilling the agreed quotas, and the Greek gove «- ’ 

P laced considerable emphasis on the agreement, 
may find itself increasingly embarrassed. 


Desire for expanded trade with the Orbit has already led 
Greece to break an understanding with the United States that it 
would limit exports of pyrites to the bloc to 39,000 tons. The 
tendency to^increase such shipments will presumably grow as 

to^eece 11111116006 diminishes with the decline of American aid 
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These various trade talks have been accompanied by a 
parallel development in diplomatic relations. The Soviet 
Union decided in July 1953 to appoint Sergei Sergeev as the 
first ambassador to Greece since 1946. His efforts to de- 
velop closer Greek-Soviet ties underscore the advantage to 
the bloc of relations on a high diplomatic level. Since 
Sergeev’s arrival in Athens, 12 prominent Greek cultural 
leaders visited Moscow for the celebration of the October 
Revolution. The ambassador attended the annual fair in 
Salonika, apparently in order to publicize Orbit commercial 
opportunities and possibly to encourage the Macedonian Commu- 
nists, who have been particularly active in labor affairs. 

A long-standing Greek offer to activate a boundary com- 
mission with Bulgaria was finally accepted by Sofia in late 
June and most of the disputed areas, especially the Evros 
River islands, have been satisfactorily divided. Since then 
Bulgaria, apparently following the Soviet lead, announced on’ 
o September its willingness to resume diplomatic relations as 
well as commercial ties with Greece. Negotiations are under 
way. The Greek charge in Moscow recently reported that Ru- 
mania is willing to resume commercial and possibly diplomatic 
relations with Greece. 


_ ° e ® pite t ^ le red y ced tension in its relations with the 
Orbit, Greece is unlikely to lose interest in NATO or in mili- 
tary cooperation with Yugoslavia and Turkey. This is illus- 
trated by Athens’ rejection of the Soviet protest of 26 October 
against the establishment of Western bases on Greek soil 
Moscow's more friendly attitude, however, will tend to strength- 
en popular pressure in Greece for a cut in military expenditures 
and for more extensive trade with the Orbit. 
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